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ABSTRACT 

The paper examines the influence of the organization’s overall organizational climate 

on employee performance. It is a detailed study on preparing the organizational climate to 

compete and reach its future goal in stability of business environment. Organizational climate 

refers to the perceptions of employees about their business environment or internal work 

setting of their organisation. A good climate is a prerequisite for the success of every 

organisation. It is important to ensure a good organizational climate for job performance of 

employees. The key is to improve the employee performance within the organization, as we 

know that employee is the most crucial capital that can support the sustainability of an 

organization.  The study aims to find out the influence of organizational climate on employee 

performance in manufacturing industry. We analyse the relationship between organisational 

climate and employee performance. N = 423 was selected on the basis of using Multi stage 

random sampling method. Surveying method has been used in order to collect data.  Finally 

the results and suggestions related to the analysis revealed that, various factors of 

organizational climate influences the employee performance and also motivates them.

Key words: Organizational climate, Employee Performance, Manufacturing Industry.

1. INTRODUCTION

1.1 Organizational Climate 

Organizational climate is a very popular subject for research in the domain of 

industrial and organisational psychology (Kundu, 2007). The progress and welfare of a 

society depend on organisations. It may be said that organisations play a dominant role in our 

lives. We are involved in organisations as employees, students, clients, patients and citizens. 

At work, the individual evaluation of the environment leads to multidimensional factors. The 

construct of such factors is known as organisational climate. These evaluations may refer to 
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general dimensions or determinants of the organisational behavior such as rules and 

regulations, physical facilities available, structure, autonomy, reward structure, tolerance and 

conflict, the need for innovation, support, consideration, job stress, job satisfaction, 

leadership styles etc. According to Forehand and Gilmer, “organisational climate is a unique 

set of characteristics that defines an organisation and sets it apart from other organisations”. 

These characteristics remain intact for a long period of time thus, influencing the behaviour 

of people working in such an environment.

1.2 Employee Performance

Employees are the key constituent of every organisation. The success or failure of the 

organisation depends highly on the performance of its employees. Organisation can achieve 

their targets only through their employees. Therefore it is very essential to provide the 

amenities for improving the performance of employees. The extent to which an employee 

works towards the tasks included in his/her job is known as performance (Byars and Rue, 

2006). In most of the organisations, there is a gap between what an employee wants and what 

the management thinks an employee wants. To bridge this gap, the management must have a 

keen sensitivity to what their people really want (Uthayasuriyan, 1987).

2. Conceptual Framework for the study 

Based on the literature review, the study variables of organizational climate and 

employee performance are:

Figure: 1 Organizational Climate and Employee Performance

Organizational climate

 Orientation
 Interpersonal Relation
 Supervising
 Managing Problem
 Managing Mistakes
 Managing Conflict
 Communication
 Decision Making
 Trust
 Reward Management
 Risk Taking
 Management of Change

Employee performance

 Organizational Cultural 
 Manager’s Attitude
 Personal Problems
 Job Content
 Financial Reward 
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3. Statement of the problem 

Various researches revealed numerous benefits of good organizational climate. For 

example variable such as, trust between employees and the organisation get influenced by the 

organizational climate. Till now the manufacturing industry faces certain difficulties in 

implementing and activating the group continuously in their concern for this purpose. The 

researcher identified variables of organizational climate influencing organizational 

performance and suggestions to improve effectiveness of manufacturing industry were also 

given.

4. Scope of the Study

Organisational climate is one of the factors that influence the level of performance of 

employees in every industry. This study is focused on organizational climate and employee 

performance. The study has selected public sector chemical companies in Chennai and made 

an attempt to find out the perceptions of different levels of employees namely, managers and 

non-managers on similar organizational climate factors. The ultimate increase in production 

is achieved through the performance of employees who are engaged in the Manufacturing 

companies 

5. Significance of the Study

In the present scenario of the manufacturing industry, it is important to understand the 

influence of organisational climate factors on employee’s work outcomes. There is a constant 

rise in the importance of understanding the employee behaviour within the organization .It 

has been proved by many researchers that the organisational climate factors influence the 

performance of employees directly or indirectly. But in the history of organizational climate 

research nobody has taken any attempt to find out the influence of organisational climate 

factors on the performance of employee in the manufacturing industry in Chennai.

6. Research Questions

1. What are factors determining the organizational climate and the factors influencing 

the employee performance?

2. What are the problems and challenges perceived by the employees and their perceived 

organizational climate and employee performance in manufacturing industry?

3. What is the level of employee performance of the manufacturing industry in Chennai?
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4. There is any relationship exist between organisational climate and employee 

performance of the manufacturing industry in Chennai.

5. What are the recommendations can be made for industrial psychology on the basis of 

the findings of the research?

7.  Limitations of the study 

The study has certain limitations. One of the important limitations is that there are 

number of Industrial Parks Developed by SIPCOT, whereas the present study is confined 

only to Chennai SIPCOT Region. Another limitation is that the researcher has confined his 

study area only to the manufacturing industries in Chennai SIPCOT Region. Thus the results 

and findings can be generalized only to manufacturing industry at SIPCOT Chennai.

8. Review of literature 

Pritchard and Karasick (1973) have been studied ‘The Effects of Organisational 

Climate on Managerial Job Performance and Job Satisfaction’. They considered 76 managers 

from two organizations to study the effect of organisational climate on job performance. 

The interactions between climate and individual needs that affects performance and 

satisfaction were also studied. It was found that climate was influenced by both the overall 

organisation and by subunits within the organisation. Climate was fairly strongly related to 

subunit performance and to individual job satisfaction.

Raza (2010) has been studied the impact of organisational climate on teacher’s 

performance in public and private sector colleges in Punjab. The researcher has used two 

questionnaires for teachers and principals. According to majority of public college principals, 

an open climate has positive correlation to teacher’s performance; where as closed climates 

were found to have negative correlation to the teacher’s performance. The researcher 

recommended that, the teachers may be given chances to discuss their academic problems in 

groups, seminars, and conferences. The management style of principals may be improved 

through in-service training, seminars, workshops and departmental meetings and supervision. 

Performance of teachers can be increased by promoting open, as well as controlled, climates 

and avoiding closed climate.

Popa (2011) has been explored the relationship between performance and organisational 

climate. With the support of available literature the author stated that the organisational 
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climate is influence by the various factors such as organisation structure, size, area of 

activity, age of members and traditions, characteristics of staff, level of education, cultural 

level and the managerial style. The study also explained that the transformational leadership 

gives emphasis on motivation and helps the employees for higher performance. Transactional 

leadership on the other hand, requires exchange of information and it gives emphasis on 

guidance which will only result in normal performance. Hence the study recommended that 

the transformational leadership style is necessary and should be followed by the organisation 

for the attainment of objectives. The study concluded that, the attitude of employees towards 

their job is influenced by organisational climate, organisational culture and the style of 

management. Employee’s attitude towards work has an impact on their individual 

performance and then organisational performance as a whole.

Mohanty (2012) had studied the HRD climate and its impact on job performance in 

private Insurance companies in Odisha. The study made an attempt to analyse the extent of 

HRD climate prevailing in five private Insurance companies namely, Max New York Life 

Insurance Co. Ltd., Birla Sun Life Insurance Company Ltd., HDFC Standard Life Insurance 

Company Ltd., Tata AIG Life Insurance Company Ltd., and Bajaj Allianz Life Insurance 

Company Limited. In this study, the HRD climate questionnaire (Rao and Abraham) and 

North Carolina Rating Scale (measuring job performance) was used. The study has identified 

that there is good/average HRD climate and average job performance in the private Insurance 

sector in Odisha. The study has concluded that there is significant relationship between HRD 

climate and Job performance.

Lakshmanan (2014) had studied the organizational climate and employee 

performance in selected public sector enterprises in Tamilnadu. The study had used various 

organisational climate dimensions such as, workers’ attitude, job characteristics, working 

conditions, personal policies, managerial structure and policies, performance –reward 

relationship, participative management, external influences, social values and new technology 

analysis. The findings of the study reveal that the organisational climate influences the 

effective performance of employees in an organisation because it is related to motivation and 

job satisfaction.

Jegajothi (2015) had studied the relationship between organisational climate and 

employee performance. The study identified that there is positive relationship between 

organisational climate and employee performance and the organizational climate which 
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motivates and increase the organisation effectiveness. The study also found that workplace 

behaviour, worker productivity, work commitment, job level, job status, promotion, 

employee training and employee rewards etc have the positive relationship with motivation 

and performance of employees. The study shows that the work commitment helps the 

employee to work on a regular basis and good decision making.

According Vijayabanu, et. al, (2017) both the employer and employee expects 

positive organisational climate. A positive organisational climate influences motivation thus 

increasing employee performance. This current study focused on analysing the relationship 

between organisational climate variables such as supervisory style, member conflict, member 

autonomy, openness, member quality, organization support and work commitment. The data 

were collected from one hundred employees in a private sugar manufacturing company. 

Structural equation model using Smart-PLS was used to analyse the data. It was found that all 

five independent variables positively predicted employee’s work commitment except member 

quality. The R2 value of this model is 67.2%. This shows the impact of six independent 

variables towards work commitment. The limitations and scope for future research have also 

been discussed.

Sofia Sherman, et. al, (2018) have explored the challenges affecting the success of 

IAC: stakeholder involvement. To this end, we propose a vision for leveraging organizational 

climate theory toward an effective management of IAC in software engineering research. The 

above analysis lays the foundation for our vision that organizational climate may serve as an 

effective means of addressing the discussed challenges. We propose that developing 

measures of organizational research collaboration climate.

10. Methodology 

10.1 Objective of the study 

 To find out the relationship between the organizational climate and employee 

performance of the manufacturing industry in Chennai.

 To find out the influence of organizational climate on employee performance.

10.2 Hypothesis of the study 

 There is no relationship between organizational climate and performance of the 

employee.
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 There is no influence by the organizational climate factor over the employee 

performance.

10.3 Sampling Technique and Sample Size 

Under this technique Multi-stage random sampling was adapted respondents were 

selected based on systematic random sampling technique. Totally, 600 sample respondents 

were approached to participate in this study. Out of 600 sample respondents, 423 responses 

were declared fit for further analysis. Hence, a sample of 423 was considered for this study. 

The sample area was State Industries Promotion Corporation of Tamilnadu Ltd (SIPCOT) of 

Chennai city

10.4 Procedure 

Primary data was collected from manufacturing industry in Chennai, Tamil Nadu 

India. The respondents were lower level managers who were working as regular employees in 

the company. The questionnaires were given to employees who come under the sample and 

an oral instruction to answer it was clearly given. The respondents took few days to answer 

the questionnaire. The filled questionnaire were obtained back from their work place and 

processed further.

10.5 Tools for Data Analysis

The statistical tools correlation and multiple regressions are used   

Table :1 Reliability statistics

Variable Cronbach’s Alpha value

Organizational climate 0.937

Employee performance 0.929

Reliability coefficient Alpha value for overall organizational climate 0.937 which shows a 

high reliability and consistency of the scale used in this study. Reliability coefficient Alpha 

value for overall performance is 0.929. So the construct used for this study are well 

explaining the overall needed to measure and the results will be more reliable consistent and 

replicable.
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11. Result and Discussion

Table 11.1: Correlation analysis showing relationship between organizational climate 

and employee performance

Organizational climate Employee performance

0.758 0.758

              Source: primary data

The Pearson correlation test was run on a sample of 423 employees to know the 

relationship between dimensions of organizational climate and employee performance  

manufacturing industry in Chennai to test the below hypothesis.

Null Hypothesis (Ho): There is no significant relationship between dimensions of 

organizational climate and employee performance.

Alternative Hypothesis (H1): There is significant relationship between dimensions of 

organizational climate and employee performance.

Organizational climate factor shows moderate level positive correlation with 

employee performance. The analysis found p value is 0.000 and significant at 1% percent 

level of significance.  Correlation coefficient is 0.758 and size of the correlation is lesser than 

0.80, the rewards factor is positive in its direction towards the employee performance. The 

table indicates that organizational climate factors are correlated with the employee 

performance.
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Table 11.2: Multiple Regression Showing Influence of organizational climate on 

Employee Performance

Model Summary

R R Square
Adjusted 
R Square F P

0.735 0.528 0.514 44.365 0.000
Table 11.3 Coefficients

SL.NO.
Factors

Un standardized 
Coefficients

Standardized 
Coefficients

t P
B

Std. 
Error Beta

Constant .840 .178 4.711 0.000
1 Orientation .138 .030 .199 4.669 .000
2 Interpersonal 

Relation .101    .047 .113 2.173 .030

3 Supervising -.025 .063 -.024 -.402 .688
4 Managing 

Problem 0.190 0.083 0.240 2.281 .023

5 Managing 
Mistakes -.026 .075 -.035 -.346 .729

6 Managing 
Conflict .161 .052 .175 3.113 .002

7 Communication .020 .037 .027 .537 .591
8 Decision Making .076 .045 .097 1.701 .089
9 Trust .068 .035 .087 1.938 .053
10 Reward 

Management .166 .040 .184 4.174 .000

11 Risk Taking .280 .031 .247 9.003 .000
12 Management of 

Change .120 .036 .103 3.347 .001

Dependent Variable: Employee Performance

The multiple regression analysis has been carried a sample of 423 and data 

considering employee performance as a dependent variable and the remaining independent 

variables to test below hypothesis.
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HO: There is no influence of dimensions of human relation on organizational 

performance towards automobile industries in Chennai.

H1: There is an influence of dimensions of human relation on organizational 

performance towards automobile industries in Chennai.

The above table shows that (R2 - .528, F- 44.364, P- 000) hence the P value is 

significant at 1% level it is affirmed that there is an influence by the organizational climates 

factor over the employee performance. The table also exhibits among the 12 factors of 

organizational climate only five factors are not significant. The remaining seven factors of 

organizational climate are at 1% level of significance with the employee performance.  

12. Findings and suggestion  

From this study it was found that there is significant relationship between 

organizational climates with respect to performance of employee. There is a positive 

relationship among variable. The analysis found that orientation, interpersonal relation, 

managing problem, managing conflict, reward management, risk taking, management of 

change variables influences the performance of employee and the variables supervising, 

managing mistakes, communication, decision making and trust does not impact the 

performance of employees towards organizational climates. Based on the findings of this 

present study some of the suggestions were given. This was to improving the ability of  the 

overall organizational climate factors such as orientation, interpersonal relation, managing 

problem, managing conflict, reward management, risk taking, management of change in 

enhancing the intrinsic motivation of employees. The company should give more importance 

to innovation in order to increase employee performance in future.

13. Recommendations for further study

Researchers recommended organisations to adapt the study to public, private sector 

and MNC. This study also was used in insurance company, financial institutions, Automobile 

industry, hospitality industry etc.  This study can be also made into comparative study. 

14. Conclusion

It was observed that different factors of the organizational climate affect different 

aspects of employee performance. The management of the company should ensure effective 

implementation of those programs in order to enhance the quality of organisational climate 

and there by employee performance. Importance should be given for enhancing the intrinsic 

motivation of employees, among the factors of organisational climate. It is suggested to 
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execute effective managerial policies for strengthening and maintaining the relationship 

between climate and employee performance. The top management should give its support to 

the employees and make communication with them to create cordial relationship and best 

work environment. In this study is a useful starting point to gain a deeper insight into 

organizational climate factors and their influence on the employee performance. 
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